The use of technological tools in enhancing customer relationship management performance in banking industry: A conceptual paper by Wahab, Samsudin et al.
THE USE OF TECHNOLOGICAL TOOLS IN ENHANCING CUSTOMER RELATIONSHIP 
MANAGEMENT PERFORMANCE IN BANKING INDUSTRY: A CONCEPTUAL PAPER 
Samsudin Wahab 
Faculty of Office Management and Technology 
Uiliversiti Teknologi MARA 
Nor Azila Mohd Noor 
Faculty of Business Management 
Universiti Utara Malaysia 
060 10 Sintok Kedali 
Azli Muhammad 
Department of Commerce 
Politeknik Tuanku Syed Sirajuddin 
Arau, Perlis 
ABSTRACT 
A root for improving relationship between banks and their customer is represented by a good relationship 
marketing strategies. Due to the limitation of relationship marketing, it was than camouflage by CRM. CRM 
performance is defined as the success of the firms in retaining the customer, which results on repurchase decision 
and word of mouth among the customers toward the service offered to them. As part of relationship marketing 
strategies, Customer Relationship Management can be successfully achieved by the integration between human 
factors, technology and business process. Therefore. service providers must fully understand the technological 
tools for the customer benefits towards their aims for CRM performance. This conceptual paper discussed the 
underlying technological tools as tlie antecedents of CRM performance. The technological factors discussed are 
web characteristics, self-service technology adoption, automated service quality and service delivery 
performances. 
INTRODUCTION 
In tlie marketing literature, the terms customer relationship iiiaiiagemeiit and relationship marketing are used 
interchangeably (Parvatiyar & Sheth, 2001). Customer relationship management has its roots from relationship 
marketing which is based in turn on the formative work (Berry, 1983; Ford, 1990; Christopher et al., 1991) in 
Ryals and Knox (2001). The assumption that relationship marketing has not been challenged or tested in any 
meaningful way, the limitations of relationship marketing has been camouflaged by the possibilities attended by 
customer relationship management (Egan, 2004). 
Conceptually, customer relationship management is a comprehensive strategy and process of acquiring, retaining, 
and partnering with selective customers to create superior value for the company and the customer. It involves the 
integration of marketing, sales, customer service. and the supply-chain functions of the organization to achieve 
greater efficiencies and effectiveness in delivering customer value (Parvatiyar & Sl~eth, 2001). According to 
Wang et al. (2004), customer relationship management performance refers to the success of the firms in retaining 
the customer, which results on repurchase decision and word of mouth among the customer towards the services 
offered to them. Besides a tremendous amount of confusion regarding its domain and meaning, periodic 
assessment of results in customer relationship management is needed to evaluate if the programs are meeting 
expectations and if there are sustainable in the long mi (Parvatiyar & Sheth, 2001). Little is known regarding the 
underlying factors that influence the improving of CRM performance (Chen & Ching, 2004; Wang et al., 2004; 
Parvatiyar & Sheth, 2001). This paper which is conceptual in nature will discuss the influence of technological 
factors as antecedents of customer relatioilship performance by reviewing the previous articles and research 
findings in this area. 
LITERATURE REVIEW 
In achieving CRM performance, there is a need for the integration between human factors, technology and 
business process. Only improved service provision, with the right mix of human input and technology, will retain 
customers in the longer term (Curry & Penman, 2004). Basically, CRM uses IT to gather data, which can then be 
used to develop information required to create a more personal interaction with customer (Bose, 2002). Wells et 
al. (1999) noted, "both [marketing and IT] need to work together with a high level of coordination to produce a 
seamless process of interaction". In relation to that, they added that four key components are needed to re- 
engineer the IT system; (i) identifying the purpose of collecting customer information, (ii) re-design the data, (iii) 
achieving IT enabled interaction and (iv) data transmission. 
Mulligan and Gordon (2002) studied the impact of information technology on customer and supplier relationships 
in the financial services. The researches address the extent to which information technology is currently used to 
support these supplier and custoiner relationships. Illforination technology created opportunities to customer and 
supplier to extend their relationships world-wide. These opportunities include improving customer switching 
costs, improving custoiner service levels, increasing the geographic reach of their relationship, and displaying 
technological leadership. Information tecl~nology can improve custoiner service levels by providing new forms of 
service delivery, improving custoiner intimacy, responding more rapidly customer needs, and affording customers 
the opportunity to help themselves (Mulligan & Gordon, 2002). 
In 2002, Zhu, Wyrner and Chen investigated the impact of IT-based services and service quality in consumer 
banking. They suggested that perceived IT-based services affect perceived overall service dimension including 
reliability, responsiveness, assurance. which affect customer satisfaction and perceived service quality. The key 
variable selected to describe IT-based services include ease of use, conservation of time, convenience, privacy, 
accuracy, multifunctional capabilities, and use of advance IT. In their dimensions, items pertaining to attributes 
associated with IT-based banking systems were included for examples IT based banking service delivery options 
such as ATMs, online banking systems, internet banking systems, etc. Their study was conducted among the 
customer of banking services. 
Lang and Colgate (2003) conducted a research in New Zealand to investigate the impact of IT on relationship 
quality. Overall, their results clearly show that IT may not only have a positive impact on firms' relationships with 
their customers, but it may also have a negative impact on such relationships. These results appear particularly 
important considering that in inany indust~ies customer retention is paramount, and that often IT-mediated 
channels are being used to facilitate the maintenance and the development of relationships with existing 
customers. According to Bose (2002), eight individual stages of CRM development life cycle involve planning, 
research, system analysis, design, construction, implementation, maintenance and documentation, and adaptation 
required IT adoption. At the planning stages IT is needed for customer interaction points (call center) and for 
decision interaction points. At the research stages IT involved the usage of hardware and software. System 
analysis and conceptual design require customer interaction through IT assisted (telephone support center - 
general question, billing) and automated interaction (World Wide Web; kiosk; automated phone systems). As a 
summary, Rose (2002) stress the important of IT as a core success of CRM since it is needed in all stages of CRM 
implementation that begins wit11 planning and end with adoption. However his paper focus more towards the role 
of IT in data integration and information process appeared in front office department. 
Reinartz et al. (2004) indicates that technology plays a role in the successful implementation of CRM. But only a 
few studies have investigated the factors that influence the use of CRM technology. Additionally, research is 
needed to understand how CRM technology capabilities coiltributes to the success of CRM (Greve & Albers, 
2006). They coilducted a research to investigate the determinants of performance in Customer Relationship 
Management by assessing the technology usage. They found that CRM technology supports the three stages of 
CRM performailce (which are initiation performance, maintenance performance and retention performance) 
together with other factors such as organizational alignment, customer valuation competence and the lifecycle- 
congruent implementation of CRM activities. They defined CRM technology as the usage of information 
technology in the process of initiating, maintaining, and retaining long-term relationship across the customer 
lifecycle. 
The integration of both information techilology and telecommunications referred to as IT usage (Donaldson & 
O'toole, 2002). Technology facilitates basic customer service functions, transaction and information seeking and 
has changed the face of customer service. However, many organizations now offer human contact as the ultimate 
form of customer seivice, such as "live chat" option or phone contact when people have a problem with an 
Internet-based service (Bitner, 2001). Wells et al. (1999) comes up with the model of interaction between 
customers and employees of the organization. They suggested two ways in which a CRM may interact with 
customers, that is IT-assisted and automated interaction. In IT-assisted (manual) the employee becomes the 
intermediary between the CRM and the customer whereby the interaction objectives is to assist the employees to 
get the information on billing and general question. In call automated interaction, it involves the customer that 
completely control the interaction. The customer can use the technologies such as World Wide Web, kiosks, or 
automated phone systems. Their ideas was supported by Fickel (1999) which stated that CRM technology 
applicatioils link fiont office (e.g. sales, marketing and customer service) and back office (e.g. financial, 
operations, logistics and human resources) functions with the company's customer "touch points" (Fickel, 1999). 
However Fickel seems to classify the companies touch point channels as CRM technology. 
Technology enables both customers and employees to be more effective in receiving and providing the services 
(Bitner et al., 2000). Self-service technologies (SSTs) can enhance customer relationship management and service 
customization but they must be well designed and appropriate (Curry & Penman, 2004). The study by Snellman 
and Vihtkari (2003) found that there are some number of complaints about unsatisfactory service in traditional 
banking and technology based banking. In interpersonal seivice encounters, unfriendly or impolite service or time 
factors were the most fiequent causes of dissatisfaction. In technology-based encounters dissatisfaction was most 
coinmonly related to failures in technology, service design or in the service process. It could be argued that 
teclmology related complaints should diminish over time with increased familiarity and technology has the 
advantage of being more coilsistent than the behavior of individual staff (Curry & Penman, 2004). 
The discussions on the important of IT on relationship development become a hot topic in recent days. Lang and 
Colgate (2003) shed further light on the relationship issue by showing that customers who would prefer to use 
more or less IT to interact with their bank perceive their relationship to be weaker than those who are satisfied 
with the way they currently interact with their bank. This highlighted the imperative for IT applications as tools 
for relationship development and maintenance (Curry & Penman, 2004). The study by Lloyd-Walker and Cheung 
(1988) found that IT planning and purchasing with a strong customer focus might contribute to improved 
performance in the Australia11 bailking industry. Nielson (2002) has researched the use of Internet technology in 
Nordic banking and found that only basic IT applications tended to have customer l i k n g  properties. Whilst 
banks may reap efficieilcy benefits through pushing customers online, additional benefits are not reaped from 
other IT applications. There is clearly a need for a greater orientation towards customer relationship management 
and empowerment of customers if benefits other than efficiency gains are to be achieved (Curry & Penman, 
2004). 
Conducting business on the Internet raises customer expectations, not only for online business but for off-line 
business as well. They expect a firm's online coin~nunications to be fast, inexpensive, convenient, integrated, 
highly personalized, proactive, and available from a variety of online and offline channels. With expectations 
increasing as fast as internet technology itself, companies inust move quickly to keep up (Walker & Neeley, 
2004). Wells et al. (1999) also discussed about automated channel for interaction between customers and suppliers 
in condition where the customers can completely control the interaction. Among the controllable touch point 
facilities provided by the coinpanies towards their custoiners are Web sitelInternet, e-mail, customer call center, 
voice response system and KIOSKS. 
Recently, a number of research were carried out to investigate the impact of Web factors on customer relationship 
management. A study by Nelson (2002), investigated the relationship between Internet adoption, market 
orientation and CRM performance. They conducted nationwide surveys in Denmark, Finland, Norway and 
Sweden from variety of industry that links to the banks. They found that the more attractive the web site of the 
companies, the higher the customer related performance achieved between the companies and their customers. IT 
in banking may provides some of the foundation for customer-relationship management, but the successful 
implementation of customer-relationship management requires adequate organizational functioning in a wider 
sense. In the same year, Mulligan and Gordon (2002) investigated the impact of information technology on 
customer and supplier relationships in the financial services. They founded that Web-based systems can increase 
the opportunity for companies to support their customers' growing desires for mobility and remote access to 
information and services, enables the service being provided to be on a continuous basis in the contrast to the 
discrete nature of non-Web interactions, allows companies to reach their customers seven day a week, 24 hours a 
day and can make customers aware of new service instantaneously rather than through expensive mailings and 
advertising. 
Body and Limayem (2004) conducted a study to exanline the impact of Web site characteristics on the relation 
between customer relationship management (CRM) and custoiner loyalty ainong 170 Canadian IT organizations. 
The research found that Web site characteristics such as informative and interactive support the relationship 
between CRM and customer loyalty in term of partnerships, empowerment, relations with customers and 
personalization. In their study, Web characteristics become mediating variables between CRM and customer 
loyalty. Wang and Head (2006) established a model to analyze the Web characteristics that aid in building 
customer relationships and then examine consumer relationship building mechanisms in online retailing. The 
survey was conducted on 177 shoppers who had bought books, CDs, or DVDs online. They found that four 
features of e-tailors are important in on-line shopping that is; perceived consumer power, perceived relationship 
investment, perceived interaction and perceived shopping risks. 
Self-service technology (SST) adoption model in the banking industry was developed by Curran and Meuter 
(2005). Three technologies proposed are ATMs, phone banking and online banking. Their research successfully 
identified a few factors expected froin the bank customers when dealing with self service technology offered by  
the banks. However Al-Hawari (2005) found that the automated service quality have a positive relationship with 
customer retention and have indirectly impact on bank financial performance. In their studies, automated service 
quality is defined as the customer's overall evaluation of the excellence of service provided through electronic 
networks such as the internet, ATM and telephone banking. His findings support the model of SST by Curran and 
Meuter (2005). It can be concluded that banking technology not only necessary to introduce SST but they also 
must make sure that SST adoption must meet certain quality criteria's. Therefore, both factors are important for 
the retention decision by the customers. This is also supported by Joseph et al., (2004) who conducted a research 
on consumer perception towards banking technology service delivery by banking sector in the UK. They found 
that four factors contribute to service delivery performance as perceived by customer. They are reliable and 
accurate banki~ig services; customer service; personalized service; and accurate records. All the variables include 
evaluations of ATM, telephone, and internet banlcing service deliveries. 
CONCLUSION 
Since many banking activities can be made through online, there is a demand to investigate the role of IT in 
establishing the relationship between bank and their customers. Further empirical study is needed to explore this 
relationship. As a conceptual paper, this article only reviews the impact of IT towards customer relationship 
management performance in two situations. Firstly, in the situation where IT play roles as interfaces and secondly 
when IT being used as an application. ln the first condition, Web characteristics and self service technology 
acceptance is predicted to give impact on customer relationship management. For the applications of IT, 
automation service quality and service delivery performance are important to be consider as variables that impact 
on customer relationship management performance. This conceptual paper would propose that fkther empirical 
research need to be carried out to find the influence of these factors as antecedent for customer relationship 
management performance especially in the banking industry. 
REFERENCES 
Al-Hawari, M. (2006). The Effect of Automated Service Quality on Bank Financial Performance and the 
Mediating Role of Customer Retention. Joln.nal ofFinancia1 Services Marketing, 10, 3. 
Body, L.A & Limayem, M. (2004). The tillpact of Customer Relationship Management on Customer Loyalty: The 
Moderating Role of Web Site Characteristics. Journal of Computer-Mediated Communication, 9, 4. 
Chen, J.S. & Ching, R.K.H. (2004). An Empirical Study of the Relationship between IT Intensity and 
Organizational Absorptive Capacity on CRM Performance. Journal of Global Information Management, 12(1), 1- 
17. 
Curran J.M. and Meuter M.L. (2005). Self-Service Technology Adoption: Comparing Three Technologies. 
Journal q f  Service Marketing, 1912. 
Curran, J.M. & Meuter, M.L. (2005). Self-Service Technology Adoption: Comparing Three Technologies. 
Journal qf Ser~lice Marketing, 1912. 
Egan J . ,  (2004), Relationship Marketing: Exploring Relational Strategies in Marketing, Prentice Hall- Pearson 
Education Limited: Essex. 
Greve G. and Albers S. (2006). Determinants of Performance in Customer Relationship Management -Assessing 
the Technology Usage - Performance Link, Proceedings of the 39th Hawaii International Conference on System 
Sciences. 
Joseph, M., Sekhon, Y., Stone, G. & Tinson, J. (2005). An Exploratory Study on the Use of Banlung Technology 
in The LK: A Ranking of Importance of Selected Techilologyon Consumer Perception of Service Delivery 
Performance. International Journal of'Bank Marketing, 23, 5. 
Lang, B. & Colgate, M. (2003). Relationship Quality, On-Line Banking and the Information Technology Gap. The 
International Joz~rnul ofSunk Marketing, 2 1, 1. 
Mulligan, P. & Gordon, S.R. (2002). The Impact of Information Technology on Customer and Supplier 
Relationships in the Financial Services. International Joz~rnal of Service Industy Mc~nagement, 13, 1. 
Nielsen, J.F. (2002). Internet Technology and Customer Linking in Nordic Banking. International Journal of 
Service Industry Management, 13, 5. 
Parvatiyar, A. & Seth, J.N. (2001). Customer Relationship Management: Emerging Practice, Process and 
Discipline. Journal ofEconomic and Social Research. 3(2). 
Reinartz, W . ,  Krafft, M. and Hoyer, W. (2004). The Customer Relationship Management Process: Its 
Measurement and Impact on Performance, Journal yfMurketing Research, 41, 3,293-305. 
Ryals, L., & Knox, S. (2001). Cross-Functional Issues in the Implementation of Relationship Marketing Through 
Customer Relationship Management. European Management Journal, 19(5), 534-542. 
Wang, Y., Lo, H.P., Chi, R., & Yang, Y. (2004). An Integrated Framework for Customer Value and Customer 
Relationship Management Performance: A Customer-Based Perspective From China. Managing Service Quality, 
14(2/3). 169-182. 
Zhu, W. & Chen, W. (2002). IT-Based Services and Service Quality in Consumer Banking. International Journal 
of Service Indzdstry Management, 1 3, 1. 
